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COMPUTER USAGE IN TAX PRACTICE

The Authors

This report is based on surveys (encompassing the 1984 and 1985 filing seasons)
conducted by the AICPA Tax Division Task Force on Computer Applications.
members of that task force also developed this article.

The

Wilburn C. Robinson is

chairman of the task force. Its other members are Steve Brown, Bruce T. Champion,
Robert Rubenstein, and Robert C. Wynne.

Background

The evolving environment prompted the AICPA Federal Tax Division to undertake
surveys of computer software available for use in tax practice. Starting in 1984, the
AICPA Tax Division conducted surveys of practice units. For the 1984 filing season,
there were 145 responses from the 400 firms surveyed.

For the 1985 filing season,

there were 141 responses from the 400 firm s surveyed.

The surveyed firms were

selected randomly from members of the AICPA Tax Division.

This report is based

upon those responses.

The purpose of the survey and this report is to provide insight to practitioners
regarding what is happening in the ever changing world of computer usage in tax
practice.

It is hoped that this survey w ill prompt continued research in this area so

that practitioners can benefit from the experience of others.

AS WE REVIEW THE FINDINGS, IT IS IMPORTANT TO KEEP IN MIND THAT NEW
PROGRAMS CAME INTO USE DURING THE PAST FILING SEASON AND THAT
THEIR USAGE WAS NOT REFLECTED IN THE RESPONSES TO THE SURVEY.
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Organization of Findings
The survey requested information in ten areas. They may be grouped as follows:
• Individual
- Tax Planning
- Tax Return Preparation
• Corporate
- Tax Planning
- Tax Return Preparation
• Partnership
- Tax Planning
- Tax Return Preparation
• Estate
- Tax Planning
- Tax Return Preparation
• Other uses of microcomputers in tax practice
• Use of Laser Printers for in-house tax return preparation

Personal Tax Planning

The overwhelming use of computers in tax planning was in the area of personal tax
planning. Of the 71 respondents who were using computers for personal tax planning
during the 1984 filing season, approximately one third (25 of the 79) were using
McGraw Hill's Aardvark Professional Tax Plan. On the scale of one to five (where one
is the lowest and five is the highest), Aardvark personal tax planning software received
a score of 4.36. The following vendors were named: Aardvark, BNA, Lotus, CPAIDS,
Datatax, Electric Desk, Execplan, Fast-Tax, Financier, Gathers, Informatics, MCS,
Microtax, Plan 1040, Rockware Corp., Software 1040, Sunrise Software, Supercalc 3,
Taxcalc, Visicorp and Warren, Gorham & Lamont.
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There were a total of 101 responses to the 1985 tax planning survey. Again, the survey
results showed that Aardvark was used by one third (33 of the 101) of the respondents.
Twenty percent (20 of the 101) respondents used BNA, with various in-house packages
used by fourteen percent of the respondents.

There were some new vendors named:

A+Tax, AMI, Change Labs, MCS, Creative Solutions, IDFC, Pencil Pushers, Inc. , PFP,
Quadram, SDM, Short Tax, and Timberline.

A summary of the major findings in the use of tax planning software follows:

Vendor

% of Responses
1984
1985

Average Level of Satisfaction
(Scale of 1-5, w ith 5 the highest)
1984
1985

Aardvark's Professional
Tax Planner

32%

33%

4.4

4.3

BNA’s Calc-Q-Tax

18

20

4.2

3.8

Software 1040

5

4

4.3

4.8

N/A

5

N/A

3.6

4

4

4.0

3.5

Other Purchased Packages

23

20

3.3

3.9

Internally Developed
(including LOTUS, VISICALC,
etc.)

18

14

• 100%

100%

Taxcalc
MCS’s Quicklook

Sixty four percent of the 1984 respondents were using IBM and Compaq PC’s.

The

remaining respondents were using computer hardware marketed by Apple, Televideo,
Tandy, Texas Instrument, Xerox, Altos, OSM, Zenith, Epson, and Prime, as well as
mini-computers and mainframe computers.

-3-

Seventy-eight percent of the 1985 respondents were using IBM and Compaq PC's. The
remaining respondents were using computer hardware marketed by Altos, Apple, DEC,
Televideo, Tandy, Eagle, Columbia, Northstar, Wang, Vector, as well as m ini
computers.

(Most of the internally developed tax planning software was developed using electronic
spreadsheets such as Lotus 1-2-3, Visicalc and Supercalc.

Personal Tax Return Preparation

Although virtually all of the tax planning software was used on microcomputers, over
half of the personal tax returns prepared by computer were prepared by service
bureaus.

In 1984, 48 out of 92 respondents were using a computer service bureau,

while in 1985, 55 out of 108 respondents were using a computer service bureau.

Responses to the personal tax return preparation section of the questionnaire are
summarized below:
Product

Type

% of Responses
1984 1985

Average Level of Satisfaction
(Scale of 1-5, with 5 the highest)
1984
1985

23%

4.0

4.3

15

7

3.8

3.0

Service Bureau

10

12

4.1

4.5

Unitax

Service Bureau

5

2

4.5

4.0

TLS

Service Bureau

2

5

5.0

4.2

A+tax

In-house

N/A

2

N/A

3.0

AMI

In-house

3

2

4.5

5.0

Computax

Service Bureau

14%

Fast-Tax

Service Bureau

Dynatax
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Product

Type

% of Responses
1934 1935

Average Level of Satisfaction
(Scale of 1-5, with 5, the highest)
1934
1935

Microtax

In-house

3

6

3.6

2.3

Software 1040

In-house

14

11

3 .8

4.5

Creative Solutions

In-house

2

3

4.5

3.0

Datatax

In-house

N/A

4

N/A

4.3

Other

Various

32

23

4.5

4.2

100% 100%
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Corporate Tax Planning
There were 17 respondents for 1984- doing corporate planning using computers. One
firm used Safeguard Software through a service bureau, while Calc-Q-Tax and
Microtax were each mentioned once. Ten of the

respondents had developed their

corporate tax planning software using Lotus 1-2-3. The majority of the software was
run on either IBM or Compaq PC’s.

An IBM System 34, a DEC VAX, a Texas

Instrument and two Apples were also mentioned.

There were 16 respondents for 1985 doing corporate tax planning using computers.
Creative Solutions, Safeguard, Taxwave and Warrax were each mentioned once. Eight
of the 16 respondents had developed their corporate tax planning software using
LOTUS 1-2-3. The m ajority of the software was run on IBM and Compaq PC’s. Tandy,
Apple, and Altos were also mentioned.

Corporate Tax Return Preparation
As with partnership tax return preparation, service bureaus were the overwhelmingly
popular way to prepare corporate tax returns. For the 1984 filin g season, 23 of the 32
respondents were using service bureaus.

For the 1985 filing season, 27 of the 38

respondents used service bureaus. A summary of the survey follows.

% of Responses
1984
1985

Average Level of Satisfaction
(Scale of 1-5, with 5 the highest)
1984
1985

Product

Type

Computax

Service Bureau

16%

55%

4.0

4.4

Dynatax

Service Bureau

7

8

5.0

4.3

Fast-Tax

Service Bureau

40

8

3.9

4.0

Microtax

In-house

N/A

8

N/A

2.3

Other

Various

37

21

4.3

3.1

100%

100%
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Partnership Tax Planning

Of the 13 respondents using computers for partnership tax planning during the 1934
filing season, all had developed the software internally, 9 of them using LOTUS 1-2-3.
A ll were running on either IBM, Compaq and Apple PC’s.

During the 1935 filing season, fourteen of the 16 respondents used internally developed
software.

Nine of these were developed using LOTUS 1-2-3.

The majority of the

software was run on IBM or Compaq, with Apple, Tandy and Eagle also mentioned.

Partnership Tax Return Preparation

There was a clear preference for service bureau preparation of partnership tax returns
over in-house preparation. Of the 34 respondents using a computer for partnership tax
return preparation during the 1984 filin g season, 24 used service bureaus, while 31 of
the 40 respondents used service bureaus during the 1985 filing season. Computax and
Dynatax were the two most popular partnership tax return services available, with
Fast-tax, Unitax and Taxx also being used. The results of the survey are summarized
as follows.

Product

Type

% of Responses
1984 1985

Average Level of Satisfaction
(Scale of 1-5, with 5 the highest)
1934
1985

53%

4.0

4.4

29

8

3.9

3.3

10

13

5.0

4.6

In-house

N/A

8

N/A

2.3

Various

45
18
100% 100%

4.0

3.8

Computax

Service Bureau

16%

Fast-tax

Service Bureau

Dynatax

Service Bureau

Microtax
Other
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Estate Tax Planning

There were 23 respondents who were using estate tax planning software during the
1984 filing season. Over half of these (12) were using Aardvark’s Estate Tax Planner.
The average level of satisfaction for the Aardvark Estate Tax Planner was 4.14. The
experience of the nine users who had opted for using electronic spreadsheets and other
internally developed software was not quite as good. Of the 23 respondents, 20 were
using IBM personal computers and one was using a Compaq.

The three other firms

were using a Northstar, a Zenith and an Apple.

There were 27 respondents who were using estate tax planning software during the
1985 filing season. Over half of these (16) were using Aardvark's Estate Tax Planner.
The average level of satisfaction for the Aardvark Estate Tax Planner was 4. There
were five users who had opted to internally develop software. Their average level of
satisfaction was 3.2.

IBM and Compaq were the primary suppliers of the personal

computers used for estate tax planning.

Of the 27 respondents, 17 were using IBM

personal computers and 5 were using Compaq personal computers.

The remainder

were using Apple, Tandy Radio Shack, DEC, and Texas Instrument microcomputers.

Estate Tax Return Preparation

•

There were six respondents who acknowledged using a computer to prepare estate tax
returns during the 1984 filing season. Five of them used service bureaus and appeared
to be reasonably happy with them (average level of satisfaction of 3.8). Three service
bureaus processed with Fast-Tax (satisfaction level of 3.3), while the two using
Computax had a satisfaction level of 4.5.
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There were seven respondents who acknowledged using a computer to prepare estate
tax returns during the 1985 filing season. A ll but 2 of them used service bureaus and
appeared to be happy with them (average level of satisfaction of 4.5).

Other Uses

In 1984, fifty five of the respondents indicated the following additional uses for
microcomputers:

• Mailing lists of clients
• Controlling the flow of returns
• Time and billing
• Staff scheduling and monitoring
• Budgeting
• Due dates
• Cash flow and inventory
• Worksheet preparation
• Forecasting and projections
• Tax research
• Life insurance company computations
• Real estate and shelter analysis

1985 respondents listed many of the above responses and expanded the list with these
responses:

• Preparation of audit working papers
• Partnership allocations and basis tracking
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• Amortization programs
• Contribution allocations to defined contribution plans

• Evaluation of investment portfolio's
• Income tax allocation for consolidated companies
• Depletion and windfall profit tax models
• Investment internal rate of return
• Lease vs. buy models
• Bonus allocations

In-house Laser Printers

Eleven firm s responded to the new question posed on the 1984 survey regarding use of
in-house laser printers for tax return preparation.
the Fast-tax Formwriter 2 printer.

The m ajority (6 of 11) purchased

The level of satisfaction reported by those who

have been using it was 3.6, but most firms were just implementing it.

The H ew lett-

Packard and Xerox laser printers were recently installed at the remaining respondents'
sites.

In 1985, six firms responded to the question regarding the use of the in-house laser
printers for tax return preparation. Four of the six used the Hewlett-Packard printer.
The overall level of satisfaction was 3.7.

The Future

Respondents of the 1984 survey were asked to comment on their plans for the use of
computers. The most common comment was the expressed intention to begin using in
house microcomputers to prepare personal, partnership and corporate tax returns.
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The primary concern with in-house preparation appears to be associated with the
actual printing process for the returns. The trend indicates that once inexpensive ink
je t and/or laser printers become accepted and common, the conversion from service
bureau preparation of returns to in-house preparation of returns is likely to begin in
earnest.

There are numerous problems associated with in-house preparation of tax

returns, including, but not lim ited to such items as:

• The need for data entry personnel
• D iffic u lty in being certain that only the latest copy of the software is being
used
• D iffic u lty in bursting and collating tax returns
• D iffic u lty in purchasing and maintaining custom forms (this can be controlled,
if not eliminated, by use of laser printers)

In addition to expressing future plans for in-house tax preparation, a number of
respondents indicated immediate consideration of computers for all tax planning, word
processing, time and billing, scheduling, issuing projections, financial planning, and
gathering and collating information during the interview process.

In 1985, the most frequently voiced comment dealt with the explosion of information
(and sources of information) about computers and software.

Reliable, up-to-date

information which could be retrieved in an efficie nt manner was a high priority of
many of the respondents.

Other comments about tax return preparation, time and billing, etc. paralleled the
1984 survey results.
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Conclusion

The computer has definitely found its place in tax practice and is here to stay.

The

next few years should find continued refinement in tax planning and preparation
software (both at the service bureau and in-house level). It w ill be wise for CPA's to
carefully monitor this area to take advantage of the ever improving technologies and
software.
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